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President’s Report 


St. Maurice Capital commenced business on 
January 1, 1971, as the successor company 
to St. Maurice Gas Inc. This report presents 
the audited consolidated financial statements 
for the first year of operations, together with 
comparative figures of St. Maurice Gas Inc. 
for 1970. The 1971 consolidated statements 
include the results of General Mortgage 
Corporation of Canada for the whole year 
and those of St. Maurice Properties Limited 
from July 1, the date this subsidiary started 
operations. 


Net earnings from operations amounted to 
$43,653 compared to an operating loss the 
previous year of $45,869. We regard this as a 
satisfactory result in view of the fact that even 
by th the year end we had invested only one 
quarter Of Our Capital in operations, with the 


balance held principally in short term deposits . 


and other investments in readiness to take — 
advantage of further-acquisition opportunities. 


After taking into account the gain on the sale 
of securities, net earnings were $250,590 
compared to a loss of $465,239 last year. It 
should be pointed out that following a basic 
policy change announced in 1970 -we-are.no 
longer making portfolio or minority 


“investments in the-normatcourse-of-business.. 


Gradual liquidation of our security holdings 
since that time has resulted in the recording 
of gains or losses which should not be 
regarded as part of our normal operating 
results. At year end we provided for possible 
losses on the disposal of the remaining 
securities, thereby reducing the gain on 
securities reflected in our six and nine 
months’ interim reports to shareholders. For 
this reason, we expect that the gain or loss 
on securities will be a comparatively small 
item in the 1972 accounts. 


Our first year was a very eventful one. In 
January we purchased all the shares of 
M.N.S. Investments Limited, a private 
investment holding company, in exchange for 
3,382,320 shares of St. Maurice. The purpose 
“Of this acquisition was to increase our equity 
capital by approximately $1,700,000 and to 
sr 

provide the funds required to aie our 


oo 
— 


ongoing corporate expansion programme. In 
addition to cash, the assets held by M.N.S. 
were largely marketable securities and the 
greater part of these were liquidated during 
the course of the year. Since M.N.S. did not 
have any continuing operational role to play, 
its assets were distributed to St. Maurice in 
December and it is now in the process of 
being wound up. 


General Mortgage Corporation of Canada, 
our subsidiary engaged in the first mortgage 
loan business, made outstanding progress, 
with assets and earnings up substantially over 
1970. The expansion in their operations was 
based on a financing programme worked out 
last year whereby bond issues are 
periodically sold to the public through an 
underwriting group of investment dealers. The 
outlook is for continuing growth in assets and 
earnings. During 1971 we increased our 
interest in this subsidiary from 52.7% to 
83.9% of the shares outstanding. 


Early in the year we decided to enter the field 
of real estate development because of the 
strong long term growth prospects for this 
sector of the economy. We reviewed the 
possibility of acquiring an existing company 
but decided that the premium asked would be 
too high in such cases and we would obtain 
a greater return on our investment ky forming— 
our own company. St. Maurice Properties 
Limited, in which we hold a 90% interest, 
commenced operations on July 1 with 
executive offices in Winnipeg. We were 
fortunate to obtain the services of Mr. T.L. 
Charne, Q.C. to head up this new subsidiary. 
As well as being appointed President of St. 
Maurice Properties Mr. Charne was appointed 
a director and Vice-President of the parent 
company. St. Maurice Properties will operate 
on a national scale, with special emphasis on 
the development of shopping centres. At 
present, a number of projects are being 
planned. It was too early for this subsidiary to 
make any contribution to the earnings of our 
group in 1971 nor do we anticipate a 
contribution for the coming year. This is due 
to the considerable time period which is 
required between the initial planning of major 


real estate projects such as the ones we are 
engaged in and their completion. However, as 
developments are completed St. Maurice 
- Properties is expected to demonstrate a 
strong growth pattern in earnings. 


By mid-year we decided to move further into 
the area of financial services and came to the 
conclusion that a key step would be the 
acquisition of a trust company. Trust 
companies in Canada are empowered to offer 
a wide range of financial services in addition 
to performing their basic fiduciary functions. 
We spent considerable time searching for a 
suitable company and in February of this year 
announced our agreement to purchase 
contralLof Farmers & Merchants Trust Co. 
Ltd. On March 1 we completed the purchase 
of 405,000 common shares, representing a 
50.1% interest, and 15,862 7% preference 
shares (par value $10) of the trust company 
from certain major shareholders for an 
aggregate consideration of $1,785,401, paid 
by cash and 300,000 common shares of St. 
Maurice. In addition we have agreed to 
underwrite a new issue of common shares of 
the trust company to be offered to all 
common shareholders through a rights issue 
on the basis of one new share at $3 for each 
two shares held. We will exercise our own 
rights, thereby maintaining our 50.1% 
position. The acquisition is being financed out 
of working capital together with a six year 
term loan arranged with our bankers. 


Farmers & Merchants Trust has its head 
office in Calgary, with branches in six cities in 
Alberta as well as Montreal, Vancouver and 
Nassau in the Bahamas. Its growth in recent 
years has been most impressive and the 
outlook is very promising. In addition to 
further expansion in their mortgage lending 
activity they plan to diversify into a greater 
range of financial services. They have an 
excellent management team led by Mr. D.A. 
Ross who has been President since 1965. Mr. 
Ross will continue in this capacity and also 
has been appointed to the Board of St. 
Maurice Capital. 


Results of the trust company are not included 
in the 1971 consolidated financial statements 


presented in this report. They will be included 
only from the date of acquisition, March 1, 
1972. We do, however, provide these 1971 
results in the Review of Operations in order to 
give an indication of the magnitude of their 
effect on our overall position. 


In addition to Mr. Charne and Mr. Ross who 
are mentioned above, we would like to 
welcome to the Board four new directors (not 
directors of the predecessor company). They 
are Dr. J.M. Gillies, R.B. Love, P.E. Martin 
and W. Teron who was elected Chairman. We 
also wish to express our appreciation to all 
individual members of the management and 
staff of our companies for their cooperation 
and support during the year. 


In summary, 1971 was a year in which we 
defined our corporate objectives and took 
important steps toward their attainment. As a 
financial service and real estate development 
company, we intend to pursue a policy of 
continuing growth through internal expansion 
and further corporate acquisitions, all with a 
view to improving year by year the return on 
shareholders’ equity. With respect to the 
coming year, we are confident that earnings 
from operations will show a marked 
improvement. 


ON BEHALF OF THE BOARD 


J.B. Whitely 
President 


Montreal, April 13, 1972 


Review of Operations 


ST. MAURICE CAPITAL 
CORPORATION LIMITED 


St. Maurice Capital provides certain 
management services to the subsidiary 
companies, particularly in the areas of 
financing and planning. Also we are 
continually searching out new opportunities 
for the St. Maurice group, either in the form 
of corporate acquisitions or through the 
development of new ideas and directions from 
within. 
For example, we have researched the 
possibility of financial intermediaries similar to 
U.S. real estate investment trusts starting up 
in Canada and the advisability of our 
sponsoring and managing such an institution. 
At present, we feel there is a real opportunity 
here but are waiting for further information on 
the possibility of federal legislation dealing 
with this whole subject. 


With respect to the acquisition of new 
companies we analyse and investigate many 
possibilities every year and are confident that 
from time to time new names will be added to 
the St. Maurice group. 


GENERAL MORTGAGE 
CORPORATION OF CANADA 


Three bond issues were underwritten during 
the year — one in March for $1,000,000, one 
in June for $1,500,000 and a third in 
November for $1,500,000. The proceeds of 
these issues were used to reduce bank 
indebtedness and expand the conventional 
mortgage portfolio. 


Operating income (before mortgage 
investment reserve changes and income tax), 
probably the most meaningful indicator of the 
company’s progress, was up 31%. Net 
income after tax increased 17%. The reason 
for this discrepancy is that in 1970 funds 
were released from mortgage reserves into 
income whereas in 1971 no such release 
occurred. 


The company strengthened its mortgage 
lending capability to keep pace with the 
stepped up volume of business. Although 


mortgage rates declined by about 1% during 
the year, in response to an easing in the 
demand for loans and an increase in available 
funds, the company achieved a highly 
satisfactory result in its lending operation. 


ST. MAURICE 
PROPERTIES LIMITED 


St. Maurice Properties has reviewed various 
possible development opportunities since it 
commenced operations. The major project 
underway is a shopping centre-residential 
complex to be known as Glendale Village 
being undertaken jointly with Wm. Teron and 
Associates. The 141-acre site, home of the 
Glendale Golf & Country Club, is located in 
the western part of Winnipeg. It fronts on 
Portage Avenue, the main east-west artery of 
the city, and runs south to the Assiniboine 
River. A 450,000 sq. ft. regional shopping 
centre is planned on the front 40 acres with 
the remaining acreage to be used for 
residential units, including single-family 
homes, low-density multiple housing and high 
rise apartment buildings. The land was 
purchased last December for $2,450,000, 
subject to the required rezoning being 
obtained and certain other conditions. 
Rezoning is now in progress and construction 
of the shopping centre is expected to begin in 
early 1973, with completion in 1974. 


The company is also planning a 140,000 sq. 
ft. shopping centre on an eight acre site in 
the downtown area of Kenora, Ontario. 
Construction is expected to commence this 
summer with completion in 1973. 


FARMERS & MERCHANTS 
TRUST CO. LTD. 


Our new subsidiary, Farmers & Merchants 
Trust Co. Ltd., was incorporated in 1910 
under the Alberta Trust Companies Act. 
Inactive until 1957, the trust company’s main 
period of growth has been since mid-1960 
when the present management took over. 
During the five-year period from 1967 to 1971 
total assets increased from $33.1 million to 
$64.4 million, shareholders’ equity from 


$1.7 million to $3.1 million and income from 
$167,000 to $602,000. Several new branches 
were opened during this period. 


1971 was an excellent year for F. & M. 
Income before extraordinary items amounted 
to $522,727, an increase of 74% over the 


previous year. Income after extraordinary 
items was $601,649, up 101%. 


The audited consolidated financial statements 
of Farmers & Merchants for 1971 (with 
comparative figures for 1970) are shown 
below. 


FARMERS AND MERCHANTS TRUST CO. LTD. 
CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1971 


Consolidated Balance Sheet 
Capital and Guaranteed Trust Accounts 


Assets 
December 31 
1971 1970 
Cash and bank deposit receipts ................068 $ 2,437,593 $ 3,627,943 


Investment in marketable securities, 
at cost (Note 2): 


GOVEKMMeENtDOMOS: Aix. .caseussctvnn oes dtcceneeoene ss 12,197,426 7,842,842 
Municipal bonds ..... 1,096,665 1,427,892 
Corporate bonds . ee 7,939,393 6,056,915 
SHOCKS te aanteunctten sane neswcs Sopems enter at de eueaaet 1,816,367 3,418,903 
23,049,851 18,746,552 
Mortgages, agreements and secured loans ...... 36,960,657 34,867,937 
Accounts receivable and prepaid expenses ..... 221,153 116,334 
Properties held fOr Sal@ms.cocsesccecgeoswacsvesvvnvennnas 461,333 933,420 
Rental properties (Note 3) .......ccsceeeeesneeeenees 1,049,362 — 
Land, buildings and leasehold improvements, 
at cost less accumulated depreciation of — 
1971 — $175,401; 1970 — $132,480 ....... 347,587 381,827 


$64,527,536 $58,674,013 


APPROVED ON BEHALF OF THE BOARD: 


D.A. ROSS _ Director L.W. Der BACH _ Director 


Liabilities 
December 31 
1971 1970 
Guaranteed trust accounts: 
SAVINGS/ACDOSIS w.zee seuss erventcrecteeuecteyl - S10}377,527 S$ 7,512;355 
Guaranteed savings certificates 0.00... 48,407,456 45,127,523 
58,784,983 52,639,878 
Accounts payable and accrued liabilities: 

ESOK GS Sareea cancmeeec em eM cae ak ca deceit Metals Sesane 304,289 1,003,441 

FAO) NAL OU ICTS es s.3 on .s cats vasapeet nae tokens 151,380 336,452 
Incometaxesipayable ic. vcsccsneatess esses neneosnns 179,502 26,860 
Mortgages Payable wirnnencsc-ate-cecnevsanccrvxacracnaeds due 169,511 29,045 
Subordinated convertible note payable — 

EPOOM(INOLEsA er eercvestnonacnseensuaarenaateoa tenance te -— 203,748 
DEMSMTEGHT COME Np sayectuonexveunestneveruedacs<assanrsens 1,717,261 1,766,154 
MontGagemeSeIve.nertsisensresrerneensscfsevioesnactaiventer 150,000 150,000 
Shareholders’ ownership: 

Capital stock - 

Authorized - 
100,000 7% cumulative preference shares 
of a par value of $10 each 
1,000,000 common shares of a par value 
of $1 each 
Issued - 
25,000 preference shares .. sad 250,000 250,000 
804,763 common shares .... 804,763 804,763 
Reserve fund ..... BA ence at: i 1,000,000 800,000 
SUED NUS Saiemics seas pee tea incs <recee sno rieeroe nse untustouemeacen 1,015,847 663,672 
3,070,610 2,518,435 


$64,527,536 $58,674,013 


regulations authorized by the Alberta Trust Companies Act 1967. 


FARMERS & MERCHANTS TRUST CO. LTD. Ae Notes to Consolidated Financial Statements 
December 31, 1971 
Con idated ietetomen cutie ae urplus 1. The subsidiary companies, Trans-Canada Savings and Trust Corporation, 
— Town & Country Apts. Ltd., Farmers & Merchants Trust Company 
(Nassau Office) Limited, Greenwood Properties (1970) Ltd., Famtco 
Fourteen _ Holdings Ltd. and D & B Noteholders Properties Ltd. are wholly-owned. 
Year ended months ended 
December 31 December 31 2. No provision has been made for the decline in the market value of 
1971 1970 marketable securities below cost because, in the opinion of management, 
os —— such decline does not represent a. permanent diminution in value. 
Profit before the following .........:ccceeeeeereeeeens $4,866,561 $4,560,343 | 
INtETESt OMPASDOSIS capers onde acess eared nna 4,036,759 4,174,239 | Statutory values are determined in accordance with 1970 amendments to 
| 
| 


Income before income taxes and 


extraordinary WOM occ. ccceeeecseerscers 829,802 386,104 The statutory and market values are: 
INCOME WAXES: 22). sss saessaecesschenetnetrescetassteueterasee 307,075 85,953 1971 1970 
Income petiole extraordinary item ............... 922,727 300,151 | Statutory Market Statutory Market 
Exacrcinaty rem, | value value value value 
Recovery of income taxes (Note 5) ........... 78,922 _ | 
E | Govt. bonds ....... $12,197,426 $12,076,549 $ 7,849,740 $ 7,247,846 
Income for the period SO1,649 300,151 | Municipal bonds. 1,096,665 1,034,884 ‘1,427,892 1,280,591 
{ 
| 
| 


Surplus at beginning of period ... 663,672 531,021 Corporate bonds. 7,862,046 7,932,018 6,006,503 5,699,843 
1,265,321 831,172 Stocks’... Lots LSA2TIS 2677161  26rh ger 
HES $22,668,852 $22,556,166 $17,961,902 $16,906,047 
Transferred to reserve fund ..............cccee 200,000 150,000 SS 
Dividends on preference shares ............205 17,500 17,500 ; 
Excess cost of shares of subsidiary over 3. The rental properties were acquired December 30, 1971 and therefore 
net book value of assets (Note 4) ........... 31,974 = ISTE NO ane!s ine lela eM 
Surplus at end Of period 0... $1,015,847 $ 663,672 4. During the year the Company paid the balance outstanding on the 72% 
, subordinated convertible note which was part of the consideration for the 
purchase of all the outstanding shares of Trans-Canada Savings and Trust 
Corporation. The note and cost of shares were reduced in accordance 
with the terms of the agreement. The final settlement of the note resulted 
Consolidated Statement of Reserve Fund in the shares having a cost of $31,974 in excess of the net book value 
Fourteen of assets of Trans-Canada. This excess has been written off to surplus. 
Year ended months ended 
December 31 December 31 5. For income tax purposes the Company has included in taxable income 
4971 1970 certain amounts carried as deferred income for accounting purposes. As 
a = si these amounts are transferred from deferred income to current income, 
Balance at beginning of period ......cc eee $ 800,000 $650,000 no further income taxes are payable on them. As a result of this 
Transfer from surplus 200,000 150,000 procedure income taxes otherwise payable were reduced by $78,922 in 
Balance at end of period ......... $1,000,000 $800,000 1971. A balance of $672,081, which has been included in taxable 
income, remains in deferred income at December 31, 1971. 
Auditors’ Report 
To the Shareholders of 
Farmers & Merchants Trust Co. Ltd. 
We have examined the consolidated balance sheet of Farmers & Merchants referred to in Note 2, we report that in our opinion and according to the best 
Trust Co. Ltd. and subsidiary companies as at December 31, 1971 and the of our information and the explanations given to us the accompanying 
consolidated statements of income and surplus and reserve fund for the consolidated balance sheet and consolidated statements of income and 
year then ended. Our examination included a general review of the surplus and reserve fund present fairly the financial position of the 
accounting procedures and such tests of accounting records and other companies as at December 31, 1971 and the results of their operations for 
supporting evidence as we considered necessary in the circumstances, the year then ended, in accordance with generally accepted accounting 
including verification of cash, bank balances and securities of the principles applied on a basis consistent with that of the preceding period. 


companies. All our requirements as auditors have been complied with. 
We report that the financial statements are in agreement with the books of 


After due consideration we have formed an independent opinion of the the companies and that all transactions of the Company that have come 
position of the companies as at December 31, 1971 and, subject to the within our notice have in our opinion been within the powers of the 
realization of the cost values of the investments in marketable securities Company. 


Price Waterhouse & Co. 
Chartered Accountants 


Calgary, Alberta 
February 18, 1972 


ST. MAURICE CAPITAL 
CORPORATION LIMITED 


(Incorporated under the Canada Corporations Act) 


Consolidated Financial Statements 
December 31,1971 


St. Maurice Capital Corporation Limited 


CONSOLIDATED STATEMENT OF EARNINGS 
AND RETAINED EARNINGS 

FOR THE YEAR ENDED 

DECEMBER 31, 1971 


INCOME 


BIVICEO NGS icctee cadres ae Rone x ee ores da he Pe res crea ere 


EXPENSES 


Bond interest and amortization of financing expenses ............. 
Banik si terest. cctomsgces Ue tain te aiseeecu ieee nde tate es eee een 
Manageinient- Teese Ss. cain seetstiacsamciaetemenee ge tiee are hee oe Aen 


Other administrative and general expenses including 


depreciation of$2,957. (1970, SA9S) naw paces tee eee 


Release of portion of mortgage investment reserve..................006 


EARNINGS FROM OPERATIONS BEFORE INCOME TAXES 


AND: MINORITYINGERES Ts get cna cere seca eateateen oh ahetenase 


INCOME TAXES 


CUFENTEIECE ocnateeeee eee eaten Pape Oth csvoscee Saco eh Oa 


MINORITYSINTERES Wy ca.ithsscgencndenaaeasunen sianersintl mielraccaeeunnateasnuto nets 


EARNINGS. (LOSS) FROM ORERA TIONS kiinasns caste. eeu neces 
GAINEOSS ON SECURITIES cat. sas. con ane eres eer cee ae dene mere eae? 


NETAEARNINGS (ROSS \i7 aietnont isa eenminysva ciate ae SRE om NL Ps 
Retained earnings at DegiINNiINgG OF VEAP... ......cccceecessctersserereeacnnnes 


RETAINED EARNINGS AF END OR YEARRN. enn. cuseescaceemeermeoncn: 


EARNINGS (LOSS) PER COMMON SHARE 


Belore Cait (lOSS) On SECUTITES 73.5 sacncstt nae cranocc as eateries oneee 
NeWearnINGS (lOSS) x agence cateennancundeneemetenes cand: Se asc eee a 


10 


1971 1970 
(Note 3) 
$ 37,561 $ 16,842 
681,816 243,329 
ee 49 eee 


\ 775,815 __ 268,565 


259,854 42,872 
176,006 120,201 
= 31,053 
246,855 103,468 
682,715 297,594 

93,100 (29,029) 
= 30,000 
93,100 971 
18,300 18,170 
10,700 10,160 
29,000 28,330 

64,100 (27,359) 
20,447 18,510 


43,653__—(45,869) } 


SUCRE 


(419,370) 


($250,590  $ (465,239) ) 
——— 868,437 


$250,590 


\ 


A 


$ 103,198 


CONSOLIDATED BALANCE SHEET AS AT 
DECEMBER 31, 1971. 


ASSETS 


BOs MRC CONS ie sere arco eaten, “Heer ahi 8 seco orbs dee oukenvevijnvaaomgnct onl 
PKA DIOLSCCUTITICS KINOLE 4 ior ric ccky cecanaearivansdiaeavnn ona vtjpanaivapnnaee 
Other securities, at cost less provision for lOSS ..............ccccccceeeee eee 
POM TARIOS MOCCIV AIS bade seeriueataccpiedasagdenaces eros ctuieas ve anal Vonncwrahadeo anime» 


Office equipment and leasehold improvements, at cost 


less accumulated depreciation of $14,390 (1970, $10,676)...... 
ipammOrized: Nanning) CXPONSES %.s,. cick csesecatssonsateestaeaterabetwnteccadans 
Be COSutS TOL Caine S tate (NOLS © )ncicuaccestuaera satin sacdhwiseance an noite aueahwai'ee nan 
Dee ISVSIOPITIOML:- COSTS. o.5 havsas vn. Sucteas <s cane sna toanaraneeillmderse vente’ 
AG OMe AKCSMECOVELAIIG WN aro y-caccinte sonra cinndedsriins tou Coumamapedtimacdenawmmen 


LIABILITIES 


Bank indebtedness, secured by Series A and B bonds................. 
ACCOUNTS Payable.and aCcrUea TiabilitieS co. icccchidecceseedinesnsandeheesivess 
IG CS MOOS. INOLEIO) )antatreiacdes aula Aavkcactitn ct dsi spines seuss amebpeme eaeaniaas 
DS VeuLeCIMAC OIG WAX CS aie 1 ssi kde darn cana Meaney etacedM ca taianeanaeentasl 
REO ALOK OST shire ere craerentacel ie aceon onan tea nace moametee Meu nNaan iee cosas 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 7) 
Authorized 
10,000,000 common shares without nominal or par value 
Issued 


SSS OS TORS SC 1S Ne ee Sean eg Re ent ea penne eee 
EUAN CO cu IIL Cee este ge Sikes ae we 3 ae cede MN Rea Mp cule rudluawy thebembieemnaes 


SIGNED ON BEHALF OF THE BOARD: 


J.B. WHITELY, Director — W. TERON, Director 


1971 1970 
(Note 3) 
So AOS.O7 if $ 194,434 
2,389,000 150,000 
931,104 474,816 
363,557 — 
6,422,372 Srey pO be) 
43,497 7,182 
100,714 4,402 
28,217 _ 
34,980 _ 
12,052 =_ 
24,978 9.7%2 
$10,457,848 $6,212,621 
$ 1,785,500 $3,091 ,500 
122,333 TOMS7 
5,490,250 1,476,350 
33,455 Pea TOSS 
ZT2.008 132,301 
7,104,489 5,401,023 
2,502,769 708,400 
250,590 103,198 
2,153,359 811,598 
$10,457,848 $6,212,621 
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St. Maurice Capital Corporation Limited 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 

FOR THE YEAR ENDED 

DECEMBER 31, 1971 


1971 1970 
SOURCE OF FUNDS ieee 
Net.earnings (loss): from: Operations: cne..cssese: aaron eee ene , $ 43,653 $ (45,869) 
tems: Notinvelving tunds = Neti... ccmuesetentcten care ecm ae etme: (6,071) (14,332) 
Sijou2 (60,201) 
Proceeds from sale of securities, leSS PurchaSeS ...............66.06. 471,004 453,802 
Issue of 59397480; COomMONESMAKeSs ee eeeeeee aetna cae nee rere 2,502,769 — 
Issue of Series B bonds, less financing expenses and 
FEAEMPTlOMS mis, assure Rrigss Sac aahiatoees Urea com in an neat rrr ee 3,905,248 39,600 
APPLICATION OF FUNDS $6,918,608 Sse 
Acquisition of net assets of St. Maurice Gas INC..........cceeeee 811,598 — 
Acquisition of M.N.S. Investments Limited ....:.......c.ccccceceeseeeeaee 1,704,623 _ 
Acquisition of shares of General Mortgage 
Corporationvot. Canada ni...) 5. kcejexdaaeuinee merce es cern eae 244,087 453,606 
Reduction ofbankkindebiecmesSSmaae.iee cae tee tee 1,306,000 USO 
Net increase. (decrease) in MOrtQaGeS .... hue. scsterseatee. pane trereane 1,243,929 (29,253) 
Increase: in GashranadydepOsitTeCelDIS!s sss teenee nee eee 1,530,629 4,141 
Purchase of office equipment and leasehold improvements. ...... 39,272 4,834 
Net change in other assets and liabilities. 3 0... iiecspeceetsteteesue 36,465 C117 62753 
~~ $6,916,603 $ 433,201 


AUDITORS’ REPORT 


To the Shareholders 
St. Maurice Capital Corporation Limited 


We have examined the consolidated balance sheet of St. Maurice Capital Corporation Limited 
as at December 31, 1971 and the consolidated statements of earnings and retained earnings and 
source and application of funds for the year then ended. Our examination of the financial statements 
of St. Maurice Capital Corporation Limited and one subsidiary of which we are the auditors included 
a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. We have relied on the report 
of the auditor who has examined the financial statements of one other subsidiary. 


IN Our opinion these consolidated financial statements present fairly the financial position of 
the companies as at December 31, 1971 and the results of their operations and the source and 
application of their funds for the year then ended, in accordance with generally accepted accounting 
principles which have been applied on a basis consistent with that of its predecessor company, 
St. Maurice Gas Inc., in the preceding year. 

RIDDELL, STEAD & CO. 
Chartered Accountants. 


Montreal, Canada March 1, 1972 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED 
DECEMBER 31, 1971 


1. DATE OF INCORPORATION 

The Company was incorporated on November 
20, 1970 and commenced operations on 
January 1, 1971. 


2. PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include 
the accounts of all subsidiary companies and 
the results of operations of those acquired 
during the year from their respective dates of 
acquisition. 


3. 1970 COMPARATIVE FIGURES 

St. Maurice Capital Corporation Limited 
continued to carry on the business of its 
predecessor company, St. Maurice Gas Inc., 
when it commenced operations on January 1, 
1971. Accordingly, the consolidated financial 
statements of St. Maurice Gas Inc. have been 
presented as comparative figures for 1970. 


Certain 1970 figures have been restated to 
conform with the presentation adopted in 
1971. 


4. MARKETABLE SECURITIES 


1971 1970 
Preferred stocks, at cost 
(quoted market value $646,000; 


TOTO Dee OU) %. . narareirisn eae on $698,658 $318,656 


Common stocks, at cost 6 AG po” 
less provision for loss 526N 


(quoted market value 


$206,000; 1970 $156,000) ............. $232,446 $156,160* 


The preferred stocks are owned by a 
subsidiary company. No provision for decline 
in the value of the investment in preferred 
stocks has been made. The company 
considers that this decline is temporary and 
that no provision is necessary as it is not the 
company’s intention to currently dispose of 
these securities. 


The common stocks are owned by the parent 
company. It is the intention of the company to 
dispose of these securities in order to provide 
additional funds for expansion purposes. 


Accordingly, provision has been made in 
these statements for the estimated loss on 
this group of securities. 


*At December 31, 1970 the common stocks 


were owned by St. Maurice Gas Inc. and 
were written down at that time to quoted 
market value in anticipation of the sale of 
the assets of St. Maurice Gas Inc. to St. 
Maurice Capital Corporation Limited. 


5. DEPOSITS ON REAL ESTATE 

A subsidiary company, St. Maurice Properties 
Limited, has a 50% interest in a joint venture 
which has made an offer to purchase, for the 
sum of $2,450,000, a certain property for 
development. The offer was accepted on 
December 9, 1971. The caption ‘‘Deposits on 
Real Estate’ includes $25,000, being the 
subsidiary’s half of the joint venture’s deposit 
on such property. 


Upon the fulfillment of certain terms and 
conditions contained in the offer to purchase, 
within specified time limits, the purchasers are 
obligated to take title to the property and pay 
the balance of the purchase price over two 
years on specified dates. If these terms and 
conditions are not met within the time limits, 
the purchasers have the right to terminate the 
agreement and obtain a refund of one half of 
the said deposit. 


6. SERIES B BONDS 

These bonds have been issued by a 
subsidiary company, General Mortgage 
Corporation of Canada, and mature as 
follows: 


1971 1970 
OUTER eee et ca tene oc esau ates $ = $ 60,100 
RUSH (2tarp Seermener chee cee 256,000 256,000 
VOL SiS. eeeaeeeree en 1,053,500 1,057,500 
NOT 4 asin diene eteneemsren: 61,000 23,500 
TOTS chceteer ena mon 79,250 79,250 
STAG MAR rst Sorte hs re 4,040,500 = 


$5,490,250 $1,476,350 
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St. Maurice Capital Corporation Limited 


7. CAPITAL STOCK 
The issued capital stock of the Company at 
December 31, 1971 is as follows: 


10 shares (Incorporators' shares) outstanding at beginning of year 
2,015,150 shares issued during the year for the net assets of St. Maurice 
Gas Inc. 
3,382,320 shares issued during the year for all the outstanding shares of 
M.N.S. Investments Limited 


5,397,480 shares 


The capital stock of St. Maurice Gas Inc. at 
December 31, 1970 was as follows: 


Authorized 


3,000,000 common shares 
of a par value of $1 each 


Issued 
1,250,000 shares for acquisition of investments $1,250,000 
Less: discount allowed................... __ 922,500 $327,500 ~ 
766/150: shares forcast scccmrobceewece en 765,150 
Less: discount allowed.................6 384,250 380,900 


2,015,150 shares 


Options have been granted to senior officers 
of the Company for the purchase of a total of 
175,000 common shares. The options are 
exercisable on a cumulative basis over 
periods of five years and range in price from 
$.49 per share to $.67 per share. No part of 
these options has been exercised to date. 
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$708,400 


8. STATUTORY INFORMATION 
Remuneration of Directors and Officers 


1971 1970 
Number of directors aancnusmanues tees 9 “f 
Directors’ remuneration ..............ccccceeeeee - $ 2,100 
Number of officers: tener nanaah esos 3 3 


Officers’ remuneration 
Paid by parent Company ............cccee $48,430 $24,270 
Paid'by aisubsidiatyee...--pese iene kee $18,740 — 
Number of directors who are also officers 2 3 


9. SUBSEQUENT EVENT 

On March 1, 1972 the Company acquired 
405,000 common shares, a 50.1% interest, 
and 15,862 7% preference shares with a par 
value of $10 each of Farmers & Merchants 
Trust Co. Ltd. for a total consideration of 
$1,785,401, paid by cash and the issuance of 
300,000 common shares of St. Maurice 
Capital Corporation Limited. In addition, St. 
Maurice Capital has agreed to underwrite a 
new issue of common shares of the Trust 
Company to be offered to all common 
shareholders of the Trust Company through a 
rights issue on the basis of one new share at 
$3 for each two shares held. St. Maurice 
Capital will exercise its own rights to take up 
202,500 additional common shares. 


The commitments outlined above are being 
financed out of the Company’s working 
capital and a six year term loan arranged with 
the Company’s bankers. 


Neecas 
ey te 


sat 
eee 
ae 


